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Matanuska Telephos = Association (MTA) respectfully submits thesc comments in CC Docket
No. 96-98 to assist the | ddoral Communications Commission (FCC) in establishing rules for
Interconuection mandated by the 1996 Tclccomumumications Act {Act) MTA is Alaska’s third largest
Local Exchange Carrier (1.E¢ : with 39,000 access lines as of Dec. 31, 1995 MTA serves both suburban
and rural areas and faces the :hallenge of providing locai exchange service over a large area that has an
inhospitable climate, rugged ¢ vrrain. and high local loop vosts
MTA's comments wi } address the following points
o The Ac: does not eavision a dominant FCC role or require specific FCC regulations
s  Only br ad catcgories of rate elements should be adopted
e [ntercor pection rules must be developedi in concert with universal service and
2CCESS ( \ATgES
e Pricing nethodology must allow for total cost recovery
e Useof} roxies is not appropriatc
« Resale

»  Guideli: s for bona fide request should be developed



Act Does Not Envision & Dom:pant FCC Role

The intent of the 1936 Telecommunications Act {Act) is to deregulate telecommunications
scrvices and foster competitior The Act very clearly assigns principal functions of interconnection and
unbundling to private parties nd the state commissions MTA believes the FCC should only develop
broad flexible guidelines ro fac litate interconnection agreements. The Acts sets forth a definite course of
action'  private parties negot ate intercopnection agreements, state commissions review and approve
based on just and reasonable ¢ eria and finally if the state fails to act, preemption by the FCC. No set of
national pricing principles ca: adequately address the tremendous regional diversity found in the fifty

states. Any pricing principle adopted should be flexible enough 1o accommodate individual company

interconnection circomstances
Only Broad Categories of Rate Elements Should be Specified

The Act requires tha: the Commission determine the petwork elements * which should be made
available for purposes of u bundled access’ The (‘ommission has tentatively concluded that an
exhaustive list is not required and proposes that incambent LECS unbundle a minimum set of network
elements for any telecommun cations carricr requesting interconnection. MTA concurs with the FCC’s
tentative conclusion that loca loops, local switching capability, local transport and special access, and

databases and signaling systes s are the appropriate nctwork clements.

i be Developed in Concert with Uni Service and Access Charges Reform

The Commission recognizes that umiversal service, access reform, and interconnection must be

considered together. In addition to interconnection issues, rate rebalancing and implicit subsidies must

also be addressed. Local ex: nange companies have historically developed pricing structurcs from costs

" Section 251 (c) (1) Duty To Jegotiate; Section 251 (c) (2) (D) ; Section 252 (a) (1) Voluntary
Necgotiations; Section 252 (d' (1) Interconnection and Network Element Charges; Section 252 (¢) (5)
Commission to Act if State W ill Not Act

? Sectiom 251 (d) (2), Implems-ntation / Access Standards

? Section 251 (c) (3), Unbundiad Access.

* CC 96-98, Notice of Propos 4 Rulemaking, Paragraph 92-1 16.
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which are, in part, based on the implicit subsidies realized from universal service, and access charge
regulations. Without consid-ration of the effect of these subsidies on future pricing structures, the
incumbent LEC will be force: to develop rates without reflecting true costs. The FCC’s ultimatc goal
must be a global set of pricis ¢ and costing rules that are consistent with each other and climinatc the

danger of arbitrage.

Pricing Methodology Must Allow For Total Cost Recovery

The FCC has reque-ted comments on an appropnate pricing methodology to be used when
setting interconnection rates . nd has proposed the use of a long run incremental cost (LRIC) or a total
scrvice long run incremental « st (TSLRIC) methodology. MTA would not support the use of either LRIC
or TSLRIC methodologies ~ MTA believes the recovery of total costs plus & reasonable profit is a
necessary condition to keep imy telecommunication provider (incumbent or new ¢ntrant) financially
viable Cost standards such s LRIC and TSLRIC do not recover total costs or satisfy the standard of
profits required to keep any f 'm financially healthy.

The Act does not est iblish a standard for cost. Cost as defined in the Act must be viewed in a
holistic sense of complete cos recovery. Section 252(d)(1) provides that state detenminations of just and
reasonable rates for intcreo moction and providing network <lements shall be “based on the cost
(determuned without referenc : to rate-of return or other rate-based proceeding),” “nondiscriminatory,”
and “may include a reasonabl profit.” Any pricing scheme which only recovers the incremental cost plus
some contribution would not 1eet the standard set forth in the Act since a firm does not earn a profit until
all costs’ are recovered

Total revenues must xceed total costs or the firm eventually exits. Setting prices at LRIC or
TSLRIC will preclude compa:ies from recovering their fully embedded costs. LECs have made good faith
investments with the expectar on that these costs would eventually be recovered.  While the Act mandates

local competition, MTA does not believe that the Act intends a “flash cut” to incremental costing leaving

5~ Al] costs” are defined as in duding joint. common, embedded. and incurred costs.
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LECs 10 deal with unrecoverat ic investment Incremental costing is useful for setting a price floor to test

for predatory pricing but fails s a mandated pricing methodology

Use jes i A riate

The Commission aga n raises the issue of using proxies rather than cost studies for setting rates.
Proxy methods may be appr priate for large telephone companies but not for smaller rural carriers
Distortions between the prox: and the cost it is supposed to measure may not be material when spread
over companics with billions o dollars in investment or hundreds of thousands of access lines, but are
very unrcalistic when applied to small rural companies. MTA is opposed to any national benchmarking
or proxy models which do r # take into consideration the significant cost differences associated with

scrving 3 rural high cost arcs

Resale

Section 252(d)(3) re nuires that wholcsale rates be determined on the basis of retail rates charged
to subscribers less avoided cots. However, retail rates may currently be sct below true cost due to implicit
subsidies such as the Unives sal Scrvice Fund, Wholesale pricing of services below cost should not be
required. The intent of the | ;gislation is clearly to promote facilities based competition.® Resale should
only be seen a temporary mesure until new entrants have time to construct facilites. Allowing a reselier
to continually offer service ased on a incumbent LE(”s facilities does not facilitate the deployment of
advanced technologies. Ressle provisions should be constructed so that new catrants have an incentive to
construct their own facilities Resellers who do not copstruct facilities in a reasonable time period should
be penalized through highe wholesale rates. I[n addition to smbedded costs, resale rates should also

recognize incurred costs  T" ese are costs that incumbent LECs must incur to provide “technically feasible

¢ Telecomununications Act o 1996, Conference Report, “ _ to provide for a pro-competitive, de-regulatory
national pelicy framework disigned to accelerate rapidly pnvate sector deployment of advanced
tclccommunications and inf rmation tachaologies ”
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interconnection” or resale elements. Incurred costs should be identified and recoverable through fully

distributed cost based nonrecr: ing charges.

Bona Fide Reguest
MTA believes this i+ one arca where specific and uniform guidelines from the FCC could provide

relief to companies faced w'th unbundling and interconnection requests. A bona fide request should

provide for minimum servic ' periods, specific points of interconnection (both type and quantity), and

dates for interconnection. F aally, the local exchange companics must be compensated for any incurred

costs associated with an inter “onnection and unbundling request

onclusion

MTA would urge the Comm ssion to not develop specific unbundling and interconnection regulations but

rather allow the private part: 3 and state commissions to play the very necessary rofe intended by the Act.

+  Thebroad catcgories of ‘ate clements established by the NPRM are appropriate and should be
adopted.

» The interconnection ruk s must be developed in concert with the universal service and access charge
reform.

» MTA is opposed to any -osting models which do not support the recovery of a companies total cost of
service and that the use of benchmarking and proxies are not appropriate.

»  The resale provisions s would include a recovery of embedded and incurred costs as well as provide
incentives for carriers + ; build their own facilities

« Finally that the FCC stould cstablish criteria for a standard bona fide request.

Respectfully Subsmitted this 16th Day of May, 1996.

MATANUSKA TELEPHCNE ASSOCIATION, INC.

4 Lot A/ 1 e d (A

* Greg Berberich
Vice President of Governo ent and Regulatory Affairs
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